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Preparations to meet the rising tide of students Annual Meeting to Discuss 
in colleges and universities will be the theme of the Rising Tide of Enrollment 


37th Annual Meeting of the American Council on Educa- 


tion. More than 500 delegates are expected to attend the meeting on October 14 
and 15 in the Conrad Hilton Hotel, Chicago. 


Developments in the humanities, the social sciences, and the natural sciences 
which will affect the future pattern of higher education will be discussed at the 
opening session by three distinguished professors. They are Dr. Douglas Bush, 
Professor of English at Harvard University, Dr. Howard W. Odum of the Institute 
for Research in Social Science at the University of North Carolina, and Dr. Joel 
H. Hildebrand, Professor Emeritus of Chemistry at the University of California. 
Among other principal speakers will be Chancellor Henry T. Heald of New York 
University, Chairman of the Council; Dr. Arthur S. Adams, President of the 
Council; and President Gordon K. Chalmers of Kenyon College, Chairman of the 
Council's Problems and Policies Committee. 


The issues to be discussed in six section meetings are listea in the Pre- 


liminary Announcement, copies of which have been circulated to the Council 
membership. 


At the request of its members and other organiza- Council Establishes Office on 
tions the American Council on Education has undertaken Institutional Projects Abroad 
to help facilitate effective relationships in technical 
cooperation among U.S. educational agencies and institutions, those of coopera- 


ting countries, and sponsoring and financing agencies such as the Foreign 
Operations Administration, 


Using its traditional approach to matters of common concern to members, the 
Council has (1) established an Office on Institutional Projects Abroad, and 
(2) appointed, to formulate policy and approve plans and procedures for the 
program, a representative Committee on Institutional Projects Abroad, which 
will function within the cognizance of the Council's Commission on Education 


and International Affairs. This service has been made possible by a three-year 
grant from the Ford Foundation. 


Enclosed with this issue of the Bulletin is a first newsletter on Education 
and Foreign Operations, designed to acquaint members with current and potential 
participation of educational organizations and agencies in the Technical Coopera- 
tion Program. Subsequent issues will appear as the need arises, and will be 
mailed without charge to those who indicate a desire to receive them. Persons 
wishing to be placed on the mailing list are asked so to indicate to the Office 
on Institutional Projects Abroad, 1785 Massachusetts Avenue, N.W., Washington 6, 
D.C. Suggestions and comments are solicited. 


A number of previous issues of this Bulletin New Revenue Law 
have included information about tentatively accepted Provisions Noted 
changes in the Internal Revenue Code, while the new 
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bill was on its way through Congress. At the risk of some repetition, the follow- 
ing summary is offered of items particularly interesting to institutions of higher 
education in P.L. 591, as finally passed in the Second Session of the 83rd Congress 
and signed by the President. 


l. Charitable Contributions -- Individual taxpayers are permitted to take tax 
deductions for contributions to charity up to 30 percent of their adjusted gross 
income -- instead of 20 percent as previously -- providing the extra 10 percent 
goes to a church or association of churches, an educational institution or a 
hospital. 


The charitable contribution limitation applicable to deduction of trusts having 
unrelated business income is raised from 15 percent to 20 percent to conform 
with the general limit provided for individuals. 


Another change removes the percentage limit when the combination of the taxpayer's 
charitable contributions and income tax in the current year and eight of the 
previous ten years equals 90 percent or more of his taxable income. Previously 
the test had to be met for all ten preceding years. 


A provision was included to permit a carry-over to the succeeding 2 taxable years 
if a corporation's charitable gifts in one year exceeds 5 percent. They are also 
limited in the succeeding years by the 5 percent maximum limitation. 


2. Trust Income -- Income from a trust is taxed to the person setting up the trust 
if he retains the right to take the principal or income back within two years. 
Under previous regulations, the term is ten years in most cases, and in some cases, 
15 years. 


3. Meals and Lodging -- A provision is included to end the confusion as to the ta 
status of meals and lodging furnished an employee by his employer. Such meals and 
lodging are to be excluded from the employee's income when they are furnished by 
his employer for the convenience of the employer, but only if (a) in the case of 
meals, the meals are furnished on the business premises of the employer, or (b) 

in the case of lodging, the employee is required to accept such lodging on the 
business premises of his employer as a condition of his employment. Under the 
previous law, meals and lodging were held to be taxable to the employee unless they 
were furnished for the convenience of the employer. Even in such cases, however, 
they would not be excluded from the gross income of the employee if there was any 
indication that they were compensatory. 


4, Earnings Test for a Dependent -- Previously, a taxpayer could claim as a de- 
pendent another person whom he supports only so long as the other person earns less 
than $600. a year. The revised code permits a parent to continue to claim as a 
dependent -- no matter what the child's earnings -- if the child is under 19 or 

is going to high school, college or a university or getting on-the-farm training 
from an accredited school. The parent would still have to provide at least half 
of the child's total support. The child will have to pay taxes on his earnings, 
but will also get the usual $600. personal exemption and deductions. 


In this connection another change helps taxpayers whose children get scholarships. 
Previously, scholarships were counted as income to the child from sources other 
than the parent, and this made it harder for the parent to show he provided at 
least half the child's support. The new law does not count scholarships in 
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applying the support test. 


5. Retirement Income -- A new form of tax relief is provided for retired persons. 
Providing they earned more than $600. a year in any ten years prior to their 
retirement, retired taxpayers over 65 are freed from paying the 20 percent first 
bracket tax rate on their first $1,200. of income from pensions and annuities, 
rents, interest and dividends. Persons retiring before 65 under a state, munici- 
pal or other public retirement system are freed from the 20 percent tax on their 
first $1,200. of income from the retirement system. The $1,200. allowance will 
in all cases have to be reduced by any veteran's pensions or Social Security or 
Railroad Retirement benefits. Moreover, for persons under 75, the $1,200. allow- 
ance will also have to be reduced dollar for dollar for any income earned in 
excess of $900. during the year. 


The special retirement income exclusion is in addition to the taxpayer's regular 
personal income tax exemption. Moreover, a married couple filing a joint return 
will get double retirement income credit if both have retirement income. 


6. Annuities -- A new method is provided for the taxation of annuities. Under 
the old method, the general treatment taxed an annuitant on the annuity payments 
he received to the extent of 3 percent of the amount he paid for the annuity. 
Any payment he received above this amount was excluded from tax until the total 
amounts excluded equalled the cost of the annuity. Thereafter, the annuity 
payments received were taxable in full. 


From now on in the usual case the annual exclusion will equal the amount the 
annuitant paid for the annuity, divided by his life expectancy at the time the 
annuity payments start. This exclusion remains the same even though he outlives 
his life expectancy. 


7. Fellowships and Scholarships -- There has been no provision in the Internal 
Revenue Code regarding treatment of scholarships and fellowship grants. The 
basic ruling of the Internal Revenue Service which stated that the amount of a 
grant or fellowship is includible in gross income unless it could be established 


to be a gift has not provided a clear cut method of determining whether a grant 
is taxable. 


A new section is added which provides rules for determining the extent to which 
amounts received as scholarships and as fellowship grants are to be included in 
gross income. The section first states the general rule that amounts received 

as scholarships or as fellowship grants are excludible from gross income and then 
prescribes specific rules for limiting the amounts which may be excluded. The 
general rule specifies that the exclusion extends to the value of contributed 
services and accommodations (such as, room, board, and laundry) which are received 
as part of the scholarship or fellowship grant. The exclusion also applies to 
amounts received to cover incidental expenses for travel, research, clerical help, 
or equipment which are incident to the scholarship or fellowship to the extent 
that they are expended by the recipient for these purposes. 


The specific rules for limiting the amounts which may be excluded are (a) the 
exclusions shall not apply to that portion of any amount received by individuals 
which represents payment for teaching, research or other services in the nature 
of part-time employment required as a condition to receiving the scholarship or 
fellowship grant. If the teaching, research or other services are required of 
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all candidates for a particular degree (whether or not recipients of scholarships 
or fellowship grants) such services are not to be regarded as part-time emp loyment™ 
and (b) for individuals who are not candidates for a degree the exclusion is not 
to exceed $300. a month for a maximum total of 36 months and the grantor of the 
scholarship and fellowship grant is an organization exempt from taxation or is a 
Federal agency. 


If an educational institution maintains or participates in a plan whereby the 
tuition of a child of a faculty member of any such institution is remitted at 
any other participating educational institution attended by such child, the 
amount of tuition so remitted shall be considered to be an amount received as 
scholarship, thus is non-taxable. 


8. Business Leases -- In the past educational, charitable and certain other 
organizations were subject to tax on their rental income derived from leases for 
more than 5 years, to the extent of their outstanding indebtedness which was 
incurred to acquire or improve the leased property. The new measure subjects 
rental income to tax where borrowed funds are used to acquire or improve property 
which is leased for a time of less than 5 years but where the same business 
tenant occupies the property for more than 5 years. The tax is to become appli- 
cable only in the sixth year in which such tenant occupies the property. As in 
the case of leases for more than 5 years the tax is to apply only to the extent 
of outstanding borrowed funds used to acquire the property. An exception to the 
unrelated business income provisions is made in cases where a tax-exempt organi- 
zation borrows funds to purchase property and such property is leased to several 
tenants provided that the tenants occupying at least 50 percent of the property 
have leases for less than 5 years. 


It is provided that where tenants have the custom of making 5 year leases a new 
lease may be signed during the last half of the term of the old lease without 
the two terms being tacked on and treated as a lease longer than 5 years. 


9. Prizes and Awards -- The law provides that prizes and awards are to be in- 
cluded in income unless they are made in recognition of religious, charitable, 
scientific, educational, artistic, literary, or civic achievement. Moreover, 

in such cases they are to be included in income unless the individual was selecteg 
without action on his part and is not required to perform substantial future 
services to obtain the award. This provision does not apply to scholarships or 
fellowships. 
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